EXH021-00668

LJM APPROVAL SHEET

‘. \pproval Sheet should be used to approve Enron's parucipation in aoy traosactions involving LM Cayman, LP. ("LIM!7) o
LIM2 Co-Investment, L.P. ("LIM2Z7). LM and LIM2 will collectively be referred to as “LIM™. This Approvai Sheet 1s in addibon
to (not in licu of) any other Enron approvals that may be required.

GENERAL

Deal name: Proje‘ct Backbone

Date Approval Sheet completed: June 30, 2000
Enron person completing this form: Brian Hendon
Expected closing date: June 30, 2000

Business Unit: EBS Global Finance

Business Unit Originator: Lamry Lawyer

This ransaction relates to OLIM] and/or  EILIM2.

This transaction is (%] a sale by Enron Da purchase by Enron Cla co-sale with Enron (a co-purchase with Enron and/or
Oother:

Person(s) negotiating for Enron: Larry Lawyer

Person(s) negotiating for LTM: Michael Kopper
Legal counsel for Enron: Vinson & Elkins (Jay Herbert) ) ‘ N
Legal counsel for LTM: Kirkland & Ellis

DEAL DESCRIPTION
1 " will purchase, via a 7 year IRU, 38 strands of dark fiber from Sait Lake City, UT to Houston, TX (2,169 route miles) at $1,100

p.  Dberroute mile for a total purchase price of $90,664,200. EBS will provide a seven year seller finance note representng 70% of
the purchase price plus seven years of O&M expense (54,099,200), the remaining 30% or §28,429,083 will be paid in-cash by LIM2
to EBS as equity for a total net purchase price of $94,763,610. EBS will act as marketing agent for the resale of the LIM2 fiber to
other third parties. EBS will also provide 2 liquidity facility, which will not exceed 5% of the purchase price and which will be
utilized for any cash shortfalls (including taxes). The liquidity facility will be provided on the same terms and pricing as the seller

note.

LIM2 is acquiring the dark fiber through a rwo-tier structure. LIM2-Backbone2, LLC, wholly owned by LIM-Backbone, LLC, will
purchase the dark fiber and be the counterparty for future IRU's. LIM2-Backbone, LLC will guaranty the scller note to EBS and
pledge its interest in LIM2-Backbone2, LLC as security therefore. LIM2-Backbone, LLC's only asset will be its interest in LIM2-

Backbone2, LLC.

ECONOMICS .
EBS will receive cash of $28,429,083 and a seller note for $66,334,527 at the 5.6-year average life interpolated Treasury plus 200bps.

The net book gain will be approximately $50,000,000. Procesds from the sale of LIM2 fiber to other third parties will be allocated

. according to the following schedule: accrued interest on the seller note (20 year amortizaton schedule), accrued principal payment (20

vear amortzation schedule with a 7 year bullet payment), remaining cash will be distributed 70% toward the note principal and 20%

to rerurn the eguity investment of LIM2. After repayment of principal and interest to EBS and return of and on equity to LIM2, all

remaining funds will go to EBS through June 30, 2002. LIM2 will receive an 18% IRR on the initial investmexzt if the dark fiber is

20ld by June 30, 2002. After June 30, 2002 EBS will receive 95% of excess procesds with TTM2 receiving the remaining 5%.

Additdonally, LIM2's [RR will increase to 25% if EBS is not able to scll the dark fiber by June 30, 2002. The scller note pays

principal and interest on an annual basis and the liquidity facility is in the form of a revolving credit. If the fber is not sold, LTW2 -

retains all risk associated with the-ransaction

4 Amached is a copy of the DASH reiating 10 the underiying transaction

No update reguired.
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ISSUES CHECKLIST

Sale Optons

1 Ifthis brnsaction is 4 sade of ao wsret by Snron, which of Gie (ollowing options were considertd and rejectad:
OCondor TJEDLI CMargax CEnSerCa CRawhide DOChewes QrEDln
CThird Party X Direct Sale  Picase explain: Prohibitive tming comraint. :

_ b, Will this ransacton be the most beacficial zitemative o Enren? @Y [INo. U ue, please axplain:

¢ Were any other bids/oTers received in conuection with this Tansacdon?  OYes [RNo,  Please explain:

Z Prior Obligatians
1. Does this ransaction invoive a Qualified Invesinent (a3 defined in the JED! Il purmership agreement)? OYes @Ne.
If yet, please =xpluig how . This Lssue was resobved:

».  Was this transaction required to be otTercd o any other Earon affiliate or other pasty pursuat to a contracwal or ober
obligation? OYes  (No. If yes, please =xplairn: )

3. Terms of Transaction .
1 What are the benefins (financial and otherwise) to Enron in tkis ransaction? BCash flov ®Eamnings
OOther . :

' b.  Was this ransaction done surictly on an arm's-length dasis? (Yes ONe. If no, please explain:
¢. Was Enron advised by any third party that this tmaskcdion was not fair. from o financial pesspective, to Enron?
OYes @No. Ifyes, please explain: i

d.  Areall LIM expenses and out-of- -pocket casty (including re;l.l fees) being paid by LIM?  DYes @ENs. Ifne, Is
this market standard or has the cconemic impact of paying &ny expenses and oul-of-pocke? easts beea cantidered when

>

responding to itemy ).b. and 3.b. above? ®Yes ONo.
Compliance - o '
2. Will this mansacdon require disclosure 15 1 Certain Transaction in Enron’s proxy statement? EYes [No.
b. E]‘v"/'l] this mn;cﬁon result in a0y compensation (as defmed Sy the proxy nules) being paid w0 ny Earon cmployre?
Yes -]

Have all Enron employees' imvolvement in this tansaction on behalf of LIM been waived by Earon's Offics of the
Chairman in accordancs with Enmn § Conduct of Business Affairs Policy? (Yes DNc {f no, please :xplm.n

d. Has the Audit Comminee of the Bnron Corp: Board of D\rno's r-v»ewed 2ll Enron/LIM mransactions within Lhe past

rwelve months? K?rr 3 = ze has not-yet occwred:) Have all
r:c:mmend of the Audit Commmu relating w Enron/LIM transactons been taken iato iccount in this

uamacti:m? es ONo.
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